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See also the TABLE OF AUTHORS, TABLE OF CASES, and TABLE OF IRS DECISIONS AND RULINGS, 


at the end of this Index. 


A 


ACCELERATED DEATH BENEFITS 
See LIFE INSURANCE 


ACCOUNTING 
Auditing services deduction claim by Church of 
Scientology allowed (RR), 5 


ACTIVE BUSINESS REQUIREMENT 

Real estate businesses can be active under tax 
deferral rules and cash reserves can be oper- 
ating assets (PLR), 26 


ACTUARIAL ASSUMPTIONS 
Final and proposed §7520 Regs. issued, 145 et 
se 


Gas leases, actuarial tables inapplicable when 
wasting asset will expire before trust’s in- 
come interest (US TC), 29 


ADMINISTRATION OF ESTATE 
See EXECUTORS 


ADMINISTRATIVE EXPENSES 

Charitable lead trust reduced by lessened ad- 
ministrative expenses on account of settle- 
ment of bona fide will dispute (CA 5), 22 

Fiduciary costs qualify for full deductibility, 
William J. O’Neill, Jr. Irrevocable Trust dis- 
cussed, 106 et seq.; IRS announces it will not 
foliow Sixth Circuit holding, 220 

Interest expense paid from residuary estate de- 
ductible from income tax, does not reduce 
residuary estate (RR), 21 

Investment advisory fees paid by trustee not 
subject to 2% floor on miscellaneous itemized 
deductions (CA 6), 3 

Marital deduction reduced by amount of ad- 
ministrative expenses paid from estate in- 
come (CA FC), 23 

Recovery from IRS allowed on earlier of date of 
receipt of Appeals decision or date of defi- 
ciency notice if IRS’ position unreasonable 
(US TC), 220 


Copyright © 1995 Tax Management Inc. 


Residuary charitable bequest must be reduced 
by amount paid from estate income (US FC), 
22 


Residuary marital share not reduced by pay- 
ment of expenses out of estate income (US 
TC), 24 

Settlement of will contest establishes marital 
deduction which is not reduced by income 
used to pay expenses (US TC), 24 

Surviving joint owner’s previously taxed proper- 
ty credit not reduced for interest on deferred 
estate tax, interest not administrative ex- 
pense under §2053 (CA 7), 14 


ADOPTION 
Predeceased ancestor exception to generation- 
skipping transfer tax applies despite 


grandchild’s adoption by new wife of de- 
ceased daughter’s husband (PLR), 31 


ALIENS 
See NON-RESIDENT ALIENS 


ALLOCATIONS 

See also ADMINISTRATIVE EXPENSES 

Asset protection planning, 128 

GST exemption allocation permitted after divi- 
sion of trust into separate fractional share 
trusts (PLR), 31 


ALTERNATE VALUATION DATE 

Oil and gas properties extracted between death 
and alternate valuation date must be valued 
as if still unextracted at date of sale with 
minimal discount (US TC), 16 


ALTERNATIVE MINIMUM TAX 
Capital asset dispositions, 81 


ANNUAL GIFT TAX EXCLUSION 

Gifts out of revocable trust made within three 
years of death not included in gross estate 
(CA 8), 220 

“Relation-back” doctrine applied to non-chari- 
table gifts by check allowing qualification for 
annual exclusion (US TC), 27; affirmed (CA 
4), 222 
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Transfers made within three years of death 
from grantor’s revocable trust were exercise 
of, not relinquishment of, grantor’s reserved 
trust powers (CA 8), 109 


ANNUITIES 

See also GRANTOR RETAINED ANNUI- 
TY TRUSTS (GRATs); PRIVATE ANNU- 
ITIES 

Charitable gift annuities, 158 

Final and proposed valuation §7520 Regs. is- 
sued, 145 et seq. 

Non-variable deferred annuity contracts, ex- 
change tax-free despite different nationalities 
of insurers (PLR), 11 


APPORTIONMENT 

Estate tax lien apportioned to estate’s assets 
based on property value on date of foreclo- 
sure sale, not date of lien (CA 5), 13 


APPRECIATED PROPERTY 

See also ESTATE FREEZES 

Excise tax on otherwise tax-free transfers by 
U.S. person of appreciated property to for- 
eign entity converted to recognition event, see 
LEGISLATION, FEDERAL, HR 3419 

Income in respect of decedent, appreciation in 
value of savings bonds used to fund pecuniary 
share to charity is taxable IRD (PLR), 9 

Married couple’s joint revocable trust included 
in estate of first to die, basis step-up allowed 
for only one-half of assets (TAM), 11 


ART 

Authors’ and artists’ name may be taxable asset 
of their estate (DC EVa), 182 

Blockage discount used in valuation of Andy 
Warhol estate, dispute over value of estate 
and fees due to estate’s former attorney (NY 
SurrCt), 55 

Charitable contributions, 159 

—Copyrighted artwork, 160 

—Loans and pledges, 159 

—Partial interest, gift of, 159 

—Private operating foundation, 160 
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ART—Contd. 
Remainder interest in artwork for pre-1990 
GRIT valued under §7520 (TAM), 29 


ASCERTAINABLE STANDARD 
See GRANTOR TRUSTS; POWERS OF AP- 
POINTMENT 


ASSET PROTECTION PLANNING 
Allocation of tax, 128 

Choice of entity 

—Corporations, 124 

—Layering and segregating, 125 
—Limited liability companies, 125 
—Limited partnerships, 125 
Disclaimer and disinheritance, 125 
ERISA qualified plans, 123 

Estate planning design, 119 et sea. 
Exempt property, 123 

Fraudulent conveyances, 119 

Gifts, 120 

—Leveraged gifts, 120 

—Outright gifts, 120 

Individual retirement arrangements (IRAs), 


123 

Inter vivos QTIP, 121 

Interspousal transfers, 121 

Irrevocable trusts, 126 

Jurisdictional considerations, 128 

Life insurance, 122 

Off-shore trusts, 129 

Partnership interests assigned to foreign trust 
under laws of country with strong asset pro- 
tection features are taxable gifts excludable 
from gross estate (PLR), 28 

Revocable trusts, 126 

Spendthrift trusts, 126 

Spouse as creditor, 121 

—Postmarital agreements, 122 

—Premarital agreements, 121 

Supplemental! needs trusts, 128 

Tenancies by the entireties, 121 

Trust distribution provisions, 127 

Trust protection provisions, 127 


ATTORNEYS 

Durable power of attorney, attorneys should in- 
clude specific language granting agents pow- 
er to make gifts to avoid IRS challenge 
(TAM), 89 


ATTORNEYS’ FEES 
See ADMINISTRATIVE EXPENSES 


B 


BARGAIN SALES 
Charitable contributions, 159 


BASIS 

Income in respect of decedent status of S corpo- 
ration stock, see LEGISLATION, FEDER- 
AL, HR 3419 

Stepped-up basis, see STEPPED-UP BASIS 
AT DEATH 


BELOW-MARKET INTEREST RATE 
LOANS 
See INTEREST-FREE LOANS 


BENEFICIARIES 

Illegal exercise of incident of ownership within 
three years of death does not trigger estate 
taxation of life insurance proceeds (CA 5), 
16 

Life insurance policies’ beneficiaries liable for 
unpaid estate taxes and interest even though 
exceed proceeds received (US TC), 26 

Trustee/beneficiaries, see TRUSTEES 


BEQUESTS 

Charitable contributions, 42 
—Charitable trusts, 43 
—Outright bequests, 43 
—Testamentary bequests, 42 





BLOCKAGE 

Artwork, Andy Warhol estate, dispute over val- 
ue of estate and fees due to estate’s former 
attorney centers on blockage discount used in 
valuation (NY SurrCt), 55 


BONDS 
See SAVINGS BONDS 


BUY-SELL AGREEMENTS 
See also REDEMPTION OF CORPORATE 
STOCK 


Estate freezes, §2703, analysis, 187 et seq. 

Failure to insist on enforcement of agreement is 
taxable gift of full fair market value of stock 
to non-stockholder participant (TAM), 28 

Partnership formed to manage life insurance 
policies used to fund cross-purchase buy-sell 
agreement sustains partnership classification, 
transfer-for-value rule of §101 does not apply 
(PLR), 4 

Valuation, cross-purchase buy-sell agreement 
price for company stock did not fix estate tax 
value because adopted primarily for testa- 
mentary purposes (US TCM), 15 


C 


CAPITAL ASSETS 

Dispositions by estates and trusts, 79 et seq. 
—Alternative minimum tax, 81 

—Basic break-even analysis, 80 
—Estimated taxes, 81 

—Holding period, 81 

—Realistic break-even analysis, 82 
—Throw-back rules, 81 


CAPITAL GAINS AND LOSSES 

See also NON-RECOGNITION TRANSAC- 
TIONS; RECOGNITION OF GAIN OR 
LOSS 

Charitable remainder unitrusts used to avoid 
capital gains tax on appreciated assets that 
are sold and substantial amount of proceeds 
returned to donor (Notice), 181 

Deceased or retiring partner, income tax treat- 
ment of §736(b) payments changed by RRA 
1993, 9 

Long-term appreciated capital assets, capital 
gains tax on unrealized appreciation, avoid- 
ance of, 37 

Non-resident alien who created grantor trust 
which realized gain on sale of shares in Unit- 
ed Kingdom corporation, later distribution of 
gain not subject to U.S. tax (PLR), 8 

Self-cancelling installment notes (SCINs) auto- 
matically terminated, decedent’s estate must 
report capital gain (CA 8), 6 


CHARITABLE CONTRIBUTIONS 

See also CHARITABLE ESTATE TAX DE- 
DUCTION 

Bequests, 42 

Cash, 36 

Charitable remainder trusts, see CHARITA- 
BLE REMAINDER TRUSTS 

Charitable trusts, 43 

Church of Scientology, auditing services, de- 
ductions for payments for allowed (RR), 5 

Depreciated capital assets, 38 

Disclosure requirements 

—Penalties, new §6714, 176 

—Pre-RRA 1993 “quid pro quo” requirements, 


175 

—RRA 1993, new §6115 “quid pro quo” re- 
quirements, 36; 176 

Donee filing requirements, §6050L, 173 

Farm, gift of remainder interest, 48 

Federal tax aspects, 35 et seq. 

Interest rates for determining charitable deduc- 
tion for gifts to “new” pooled income funds 
announced (RR), 180 

Life insurance, 41 

Lifetime gifts, 35 

—RRA 1993, effect of, 35 

—Substantiation requirements, 36 





Long-term appreciated capital assets, 37 

—Capital gains tax on unrealized appreciation, 
avoidance of, 37 

Non-trust charitable giving, 155 et seq. 

—Art objects, special considerations, 159 

——Copyrighted works of art, 160 

——Loans and pledges, 159 

——Partial interest gifts, 159 

——Private operating foundation, 160 

—Bargain sales, 158 

—Charitable deduction, 155 

—Charitable gift annuities, 158 

—Charitable stock bailouts, 158 

—Future interests in tangible personal proper- 
ty, 157 

—Home equity plan, 160 

—Life insurance, 160 

—Qualified conservation contributions, 156 

—Remainder interest in personal residence or 
farm, 155 

—Split-interests, 155 

—Undivided portion of taxpayer’s entire inter- 
est, 156 

Ordinary income property, 41 

Personal residence, gift of remainder interest, 


48 

Pooled income funds, see POOLED INCOME 
FUNDS 

Property gifts, substantiation and reporting re- 
quirements, 36 

Real property, 39 

Scenic easement over rural farmland granted to 
conservation group, deduction allowed (CA 

Securities, 38 

Services contributions non-deductible, 36 

Substantiation requirements, 172 et seq. 

—Pre-RRA 1993 requirements, 172 

—RRA 1993 requirements, §170(f)(8), 173 

Tangible personal property, 41 

Unreimbursed expenditures, contributions of, 


US. savings bonds, 142 

Valuation, see VALUATION 

Voluntary additional payments from charitable 
lead trust to charities not made pursuant to 
governing instrument, not deductible (CA 7), 
6 


Written confirmation of charitable gifts over 
$250 required under RRA 1993, 5 


CHARITABLE ESTATE TAX DEDUCTION 

See also CHARITABLE CONTRIBUTIONS 

Administrative expenses paid from estate in- 
come must reduce residuary charitable be- 
quest (US FC), 22 

Charitable remainder trusts, see CHARITA- 
BLE REMAINDER TRUSTS 

Preresiduary charitable gifts not deductible ex- 
cept remainder interest in farm because gifts 
did not meet requirements for split-interest 
transfers (TAM), 89 

Residuary estate left to trust for promotion of 
patriotism qualifies as charitable trust (CA 
8), 21 

Testamentary gift to foundation established 
during decedent’s lifetime allowed (TAM), 
112 


Unlimited right to make preresiduary disposi- 
tions disqualifies charitable residue because 
it is unascertainable (CA 4), 22 


CHARITABLE FOUNDATIONS 

Definition, 162 

Private foundations, see PRIVATE FOUNDA- 
TIONS 


Reasons for creating, 163 
Supporting foundations, see PUBLIC CHARI- 
TIES 


CHARITABLE GIFT TAX DEDUCTION 
See CHARITABLE CONTRIBUTIONS 


CHARITABLE INCOME TAX DEDUCTION 
See CHARITABLE CONTRIBUTIONS; 
CHARITABLE INCOME TRUSTS 
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CHARITABLE INCOME TRUSTS 

See also CHARITABLE CONTRIBUTIONS; 
CHARITABLE REMAINDER TRUSTS 

Federal tax consequences to grantor, 46 et seq. 

Residual estate reduced by lessened administra- 


tive expenses on account of settlement of 
bona fide will dispute (CA 5), 22 


CHARITABLE LEAD TRUSTS 
See CHARITABLE INCOME TRUSTS 


CHARITABLE REMAINDER TRUSTS 

See also CHARITABLE CONTRIBUTIONS; 
CHARITABLE ESTATE TAX DEDUC- 
TION 

Capital gains tax, use of unitrust to avoid tax on 
appreciated assets that are sold and substan- 
tial amount of proceeds returned to donor 
(Notice), 181 

Commutation of defective charitable remainder 
trust after estate tax return filed does not 
save estate tax charitable deduction (CA 9), 
v2 

Discretionary trusts created for period of years 
for benefit of decedent’s family can be benefi- 
ciary of qualified charitable remainder trusts 
(PLR), 7 

Farm property transferred to trust and subse- 
quent sale, no recognition of income by trust 
or donor (PLR), 148 

Federal tax consequences to grantor, 43 et seq. 

Lifetime spousal charitable remainder trust, 45 

Limited partnership is permissible donor to and 
unitrust beneficiary of term-of-years charita- 
ble remainder unitrust (PLR), 148 

Option to purchase property, proper tax treat- 
ment of transfer to trust being reconsidered 
(PLR), 147 

Partial interest transfers, 67 et seq. 

—Estate and gift tax considerations, 73 

—§170(f)(3) 

——Applicability, 68 

——Interpretation of, 70 

QTIP trust with charitable remainder, 45 

Republication of will by 1982 codicil should not 
be equated with making new will, charitable 
remainder trust allowed under more lenient 
pre-1979 standards (CA FC), 21 

Short-term, low-payout CRTs as alternative for 
direct gifts, 75 

Unitrust established by S corporation can pay 
unitrust amount to S corporation (PLR), 7 


CHILDREN 
See ADOPTION 


CHOICE OF ENTITY 
Asset protection planning, 125 


CIVIL TAX PENALTIES 
See PENALTIES 


CLIFFORD TRUSTS 

Gas leases, actuarial tables inapplicable when 
wasting asset will expire before trust’s in- 
come interest (US TC), 29 


CLOSELY-HELD CORPORATION STOCK 

See ESTATE FREEZES; VALUATION OF 
CLOSELY-HELD CORPORATION 
STOCK 


CLOSELY-HELD CORPORATIONS 

See ESTATE FREEZES; INTRA-FAMILY 
SALES; RECAPITALIZATIONS, COR- 
PORATE; SPECIAL USE REAL PROP- 
ERTY VALUATION ELECTION, 
§2032A; VALUATION OF CLOSELY- 
HELD CORPORATION STOCK 


COMMUNITY PROPERTY 
See JOINTLY-OWNED PROPERTY 





COMPLEX TRUSTS 

See DISTRIBUTABLE NET INCOME 
(DNI); DISTRIBUTIONS, ESTATES 
AND TRUSTS 


CONSERVATION EASEMENTS 
Charitable gifts, 156 


CONSTITUTIONAL LAW 

Retroactive amendment of §2057 to require 
ownership of employer securities by decedent 
before death to qualify for deduction, consti- 
tutionality to be decided (US SupCt; rev 
grant), 25; retroactive application upheld, 
147 


CONTEMPLATION OF DEATH 
See GIFTS WITHIN THREE YEARS OF 
DECEDENT’S DEATH, §2035 


COOPERATIVE HOUSING 

Beneficial title to stock in cooperative apart- 
ment is QPRT despite fact that grantor’s 
friend also resides there at grantor’s suffer- 
ance, leaseback permitted without estate in- 
clusion, mortgage payments not gifts to re- 
mainder beneficiaries (PLR), 34 


CORPORATIONS 

See also S CORPORATIONS 

Asset protection planning, 124 

Limited liability companies, see LIMITED LI- 
ABILITY COMPANIES (LLCs) 

Liauidations, see LIQUIDATIONS, CORPO- 
RATE 

Recapitalizations, see RECAPITALIZA- 
TIONS, CORPORATE 


COSTS AND FEES 
See ADMINISTRATIVE EXPENSES 


CREDITS AGAINST TAXES 
See individual tax credits 


CROSS-PURCHASE AGREEMENTS 
See BUY-SELL AGREEMENTS 


CRUMMEY TRUSTS 

Qualified Subchapter S trusts created when 
beneficiary has Crummey demand power 
over all gifts to trust (PLR), 12 


D 


DEATH TAXES 
See ESTATE TAX; GENERATION-SKIP- 
PING TRANSFER TAX 


DEBT OBLIGATIONS 

Debt instruments owned by non-resident alien 
decedent, rules determining which will es- 
cape U.S. taxation changed by RRA 1993, 
26 


DECEDENTS 
Income in respect of decedent, see INCOME 
IN RESPECT OF DECEDENT 


DEDUCTIONS 
See specific deductions 


DEFICIENCIES 
See TAX LIENS 


DISCLAIMERS 

Asset protection planning, 125 

Beneficiaries’ and trustee’s disclaimers fail to 
save marital deduction where not necessary 
to protect purposes for which trust was creat- 
ed (US TC), 25 

Ineffective disclaimer by adult descendants af- 
fects grandfathered status of generation-skip- 
ping trust (PLR), 31 

Pre-1932 trust, partially disclaimed remainder 
interest not subject to gift tax (US SupCt; 
rev grant), 29; disclaimer is taxable gift, deci- 
sion, 113 





Property disclaimed passing to private founda- 
tion controlled by disclaimant results in quali- 
fied disclaimer where separate fund created 
(PLR), 30 

Retirement benefits disclaimed by widow are 
income in respect of decedent taxable to ulti- 
mate recipient, not disclaimant (PLR), 9 

Tenancies by the entireties and joint tenancies 
with right of survivorship, different rules for 
(TAM), 179 


DISCLOSURE REQUIREMENTS 

Charitable contributions 

—Penalties, new §6714, 176 

—Pre-RRA 1993 “quid pro quo” requirements, 
175 

—RRA 1993, “quid pro quo” requirements, 
new §6115, 36; 176 


DISCRETIONARY TRUSTS 

Charitable remainder trusts, discretionary 
trusts created for a period of years can be 
beneficiary of qualified charitable remainder 
trusts (PLR), 7 


DISINHERITANCE 
Asset protection planning, 125 


DISTRIBUTABLE NET INCOME (DNI) 

Master minority trust, separate shares created 
for each of decedent’s children treated as sep- 
arate trusts for determining DNI for each 
beneficiary (PLR), 7 


DISTRIBUTIONS, CORPORATE 
See LIQUIDATIONS, CORPORATE 


DISTRIBUTIONS, ESTATES AND TRUSTS 

Asset protection planning, 127 

Deduction for income distribution to benefi- 
ciary without prior probate court approval al- 
lowed (CA 10), 6 

Unlimited right to make preresiduary disposi- 
tions disqualifies charitable residue because 
it is unascertainable (CA 4), 22 


DISTRIBUTIONS, PARTNERSHIPS 

Deceased or retiring partner, income tax treat- 
ment of §736(b) payments changed by RRA 
1993, 9 


DNI 
See DISTRIBUTABLE NET INCOME 
(DNI) 


DOMICILE 
See PRINCIPAL RESIDENCE 


DURABLE POWER OF ATTORNEY 
See POWER OF ATTORNEY 


E 


EASEMENTS 
Scenic easement over rural farmland granted to 
conservation group, deduction allowed (CA 


’ 


ELECTIONS 

See also SPECIAL USE REAL PROPERTY 
VALUATION ELECTION, §2032A 

Discretionary language regarding QTIP elec- 
tion in marital trust will likely result in IRS 
battle except in 5th and 8th circuits after 
Clayton and Robertson cases, 109 

Executor’s option on whether to create QTIP 
permitted where election related to chosen 
fractional share of residual estate (CA 5), 24 

Generation-skipping transfer tax, proposed reg- 
ulations regarding definitions, allocation of 
GST exemption and reverse QTIP election 
issued, 30 

Gross estate includes full value of QTIP even 
though election was greater than required to 
minimize taxes (US TC), 20 
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ELECTIONS—Contd. 

Non-formula QTIP election with respect to re- 
siduary — — cannot be adjusted on 
audit (TAM), 2 

Payment of whe tax from taxable QTIP to 
maximize reverse QTIP allowed (PLR), 31 

QTIP elections, how to make, 97 

Reverse QTIP election, extension of time to 
make granted (PLRs), 31 


EMPLOYEE STOCK OWNERSHIP PLANS 
(ESOPs) 

Amendment to §2057 limiting deduction to 
stock owned by decedent applied retroactive- 
ly (CA 5), 25 

Qualified securities transfer to revocable trust 
not taxable disposition under §1042, gain rec- 
ognized upon distribution by trust (PLR), 8 

Retroactive amendment of §2057 to require 
ownership of employer securities by decedent 
before death to qualify for deduction, consti- 
tutionality to be decided (US SupCt; rev 
grant), 25; retroactive application upheld, 
147 

Stock in closely-held corporation sold to ESOP, 
no double deduction allowed, §2057 deduc- 
tion takes priority over marital deduction 
(US TC), 25 


ESOPs 
See EMPLOYEE STOCK 
PLANS (ESOPs) 


ESTATE ADMINISTRATION 
See EXECUTORS 


ESTATE FREEZES 

See also GRANTOR RETAINED ANNUI- 
TY TRUSTS (GRATs); RETAINED LIFE 
ESTATES, §2036 

Beneficial title to stock in cooperative apart- 
ment is QPRT despite fact that grantor’s 
friend also resides there at grantor’s suffer- 
ance, leaseback permitted without estate in- 
clusion, mortgage payments not gifts to re- 
mainder beneficiaries (PLR), 34 

Cumulative dividend preferred stock received in 
recapitalization was qualified payment 
(PLR), 33 

Gift of stock from parents to children propor- 
tionate to ownership of multiple classes is ex- 
empt from §2701 (PLRs), 34 

Modification of partnership agreement is not 
substantial when transferees are not assigned 
to lower generation (PLR), 33 

Private annuity bought from trust is qualified 
interest under §2702 (PLR), 34 

Recapitalization was transfer for gift tax pur- 
poses because of indirect attribution of own- 
ership from trust to beneficiaries (PLR), 33 

Reverse recapitalization does not trigger §2701 
problems (PLR), 34 

Section 2703, analysis, 187 et seq. 

Section 2704, analysis, 191 et seq 

Sections 2701 and 2702 modified. * ge LEGIS- 
LATION, FEDERAL, HR 3419 


ESTATE PLANNING 

See also ASSET PROTECTION PLAN- 
NING; ESTATE FREEZES; EXECU- 
TORS 

Interest expense paid from estate income de- 
ductible from income tax, does not reduce 
residuary estate (RR), 21 

Marital deduction available for entire amount 
for which QTIP election was made even when 
will provided for 50% outright marital gift 
(TAM), 51 


ESTATE TAX 

Administrative expenses, see ADMINISTRA- 
TIVE EXPENSES 

Alternate valuation date, 
VALUATION DATE 

Avoidance through use of retained interest fam- 
ily partnerships, see PARTNERSHIPS 


OWNERSHIP 


see ALTERNATE 





Charitable estate tax deduction, see CHARI- 
TABLE ESTATE TAX DEDUCTION 

Charitable remainder trusts, 73 

Debt instruments owned by non-resident alien 
decedent, rules determining which will es- 
cape U.S. taxation changed by RRA 1993, 
26 

Deductions, see generally ESTATE TAX DE- 
DUCTIONS 

Estate freezes, see ESTATE FREEZES 

Extension of time for payment of tax, see EX- 
TENSION OF TIME FOR PAYMENT OF 
ESTATE TAX 

Generation-skipping transfer tax, see GENER- 
ATION-SKIPPING TRANSFER TAX 

Gift tax, see GIFT TAX 

Gifts within three years of death, see GIFTS 
WITHIN THREE YEARS OF DECE- 
DENT’S DEATH, §2035 

Income tax, see INCOME TAX 

Jointly-owned property, see JOINTLY- 
OWNED PROPERTY 

Liens for unpaid taxes, see TAX LIENS 

Life insurance policies’ beneficiaries liable for 
unpaid estate tax and interest even though in 
excess of proceeds received (US TC), 26 

Payment of estate taxes from taxable QTIP to 
maximize reverse QTIP allowed (PLR), 31 

Prior transfers credit, see PRIOR TRANS- 
FERS ESTATE TAX CREDIT 

Rate of tax, see RATES OF TAXES 

Real estate businesses can be active under tax 
deferral rules and cash reserves can be oper- 
ating assets (PLR), 26 

Special use elections, see SPECIAL USE RE- 
AL PROPERTY VALUATION ELEC- 
TION, §2032A 

Special valuation rules under §2701-2704, see 
ESTATE FREEZES 

Split-interest rule, 73 

US. savings bonds, tax consequences, see SAV- 
INGS BONDS 

Valuation, see VALUATION 


ESTATE TAX CREDIT FOR TAX ON PRIOR 
TRANSFERS 

See PRIOR TRANSFERS ESTATE TAX 
CREDIT 


ESTATE TAX DEDUCTIONS 

Administrative expenses, see ADMINISTRA- 
TIVE EXPENSES 

Amendment to §2057 limiting deduction to 
stock owned by decedent applied retroactive- 
ly (CA 5), 25 

Charitable estate tax deduction, see CHARI- 
TABLE ESTATE TAX DEDUCTION 

Debts owed to decedent’s children, no deduction 
allowed when promissory notes were unsup- 
ported by consideration (CA 2) 

Guaranty obligations of decedent made good by 
estate deductible (TAM), 21 

Marital deduction, see MARITAL DEDUC- 
TION (ESTATE TAX) 

Reciprocal! will litigation, payment under settle- 
ment agreement not deductible as claim 
against estate (US TC), 21 

Retroactive amendment of §2057 to require 
ownership of employer securities by decedent 
before death to qualify for deduction, consti- 
tutionality to be decided (US SupCt; rev 
grant), 25; retroactive application upheld, 
147 


Special use real property valuation election, see 
SPECIAL USE REAL PROPERTY VAL- 
UATION ELECTION, §2032A 

Stock in closely-held corporation sold to ESOP, 
no double deduction allowed, §2057 deduc- 
tion takes priority over marital deduction 
(US TC), 2 


ESTATE TAX LIENS 
See TAX LIENS 





ESTATE TAX MARITAL DEDUCTION 
See MARITAL DEDUCTION (ESTATE 
TAX) 


ESTATE TAX PAYMENT 

Extension of time to pay tax, see EXTENSION 
OF TIME FOR PAYMENT OF ESTATE 
TAX 


ESTATES 

See also EXECUTORS 

Administrative expenses, see ADMINISTRA- 
TIVE EXPENSES 

Capital asset dispositions, see CAPITAL AS- 
SETS 

Qualified terminable interest property, see 
QUALIFIED TERMINABLE INTEREST 
PROPERTY (QTIP) 

Residuary estate, see RESIDUARY ESTATE 

Self-cancelling installment notes (SCINs) auto- 
matically terminated, decedent’s estate must 
report capital gain (CA 8), 6 

Tax rates, see RATES OF TAXES 


ESTIMATED TAXES 
Capital asset dispositions, 81 


a OF INSURANCE POLICIES, 

1035 

Irrevocable joint and survivor life insurance pol- 
icy swapped for universal life policy, ex- 
change tax-deferred when one insured al- 
ready deceased (PLR), 11 

Non-variable deferred annuity contracts, ex- 
change of tax-free despite different nationali- 
ties of insurers (PLR), 11 


EXCLUSIONS FROM GROSS INCOME 

“Qualified accelerated death benefits” will not 
cause contract to fail to be qualified as insur- 
ance for purposes of §7702 and 7702A and 
will be tax-free under §101, Prop. Regs., 3 


EXECUTORS 
Income distribution to beneficiary without prior 
probate court approval, executor discharged 


from liability upon later ratification by court 
(CA 10), 6 


EXEMPT ORGANIZATIONS 

See CHARITABLE INCOME TRUSTS; 
CHARITABLE REMAINDER TRUSTS; 
POOLED INCOME FUNDS 


EXPATRIATES 

U.S. income and gift taxes, expatriates can 
avoid taxes upon restoration of citizenship 
under certain circumstances (RR), 27 


EXTENSION hf TIME FOR PAYMENT OF 
ESTATE T 

Estate tax jaa active business require- 
ment, real estate businesses can be active un- 
der §6166 and cash reserves can be operating 
assets (PLR), 26 


F 


FARMING AND RANCHING 

See also SPECIAL USE REAL PROPERTY 
VALUATION ELECTION, §2032A 

Charitable gift of remainder interest, 48; 155 

Charitable remainder trust, farm property 
transferred to trust and subsequent sold, no 
recognition of income by trust or donor 
(PLR), 148 

Preresiduary charitable gifts not deductible ex- 
cept remainder interest in farm because gifts 
did not meet requirements for split-interest 
transfers (TAM), 89 

Scenic easement over rural farmland granted to 
conservation group, deduction allowed (CA 


’ 


FEDERAL ESTATE TAX 
See ESTATE TAX 
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FEDERAL GIFT TAX 
See GIFT TAX 


FEES AND COSTS 
See ADMINISTRATIVE EXPENSES 


FIDUCIARIES 
See EXECUTORS; TRUSTEES 


FINANCIAL PLANNING 
See ESTATE PLANNING 


FOREIGN TAXATION 
Heritage property in Great Britain, see CHAR- 
ITABLE CONTRIBUTIONS 


FOREIGN TRUSTS AND ESTATES 

Asset protection planning, 129 

Excise tax on otherwise tax-free transfers by 
U.S. person of appreciated property to for- 
eign entity converted to recognition event, see 
LEGISLATION, FEDERAL, HR 3419 


FORMULA CLAUSES 
See MARITAL DEDUCTION (ESTATE 
TAX) 


FOUNDATIONS, PRIVATE 
See PRIVATE FOUNDATIONS 


FRACTIONAL SHARE TRUSTS 

GST exemption allocation permitted after divi- 
sion of trust into separate fractional share 
trusts (PLR), 31 


FRAUD 

Disability does not toll time for claiming refund 
of gift taxes from fraud and self-dealing of 
elderly woman’s fiduciaries (DC EVa), 179 


FRAUDULENT TRANSFERS 
Asset protection planning, 119 


G 


GAIN OR LOSS RECOGNITION 
See RECOGNITION OF GAIN OR LOSS 


GENERATION-SKIPPING TRANSFER TAX 

Exemption allocation permitted after division of 
trust into separate fractional share trusts 
(PLR), 31 

55% rate made permanent by RRA 1993, 13 

Ineffective disclaimer by adult descendants af- 
fects grandfathered status of generation-skip- 
ping trust resulting in increased taxes (PLR), 
31 


Payment of estate taxes from taxable QTIP to 
maximize reverse QTIP allowed (PLR), 31 
Predeceased ancestor exception to generation- 
skipping transfer tax applies despite 
grandchild’s adoption by new wife of de- 
ceased daughter’s husband (PLR), 31 

Proposed regulations regarding definitions, allo- 
cation of GST exemption and reverse QTIP 
election issued, 30 

Reverse QTIP election, extension of time to 
make granted (PLRs), 31 

Revised temporary regulations, personal liabili- 
ty of trustee, exemption from and application 
of Rule Against Perpetuities variations, 31 


GIFT TAX 

See also ESTATE TAX; GENERATION- 
SKIPPING TRANSFER TAX; GIFTS 

Annual gift tax exclusion, see ANNUAL GIFT 
TAX EXCLUSION 

Avoidance through use of retained interest fam- 
ily partnerships, see PARTNERSHIPS 

Charitable contributions, see CHARITABLE 
CONTRIBUTIONS 

Charitable remainder trusts, 73 

Disability does not toll time for claiming refund 
of gift taxes from fraud and self-dealing of 
elderly woman’s fiduciaries (DC EVa), 179 

Estate freezes, see ESTATE FREEZES 





Expatriates can avoid gift taxes upon restora- 
tion of citizenship under certain circum- 
stances (RR), 27 

55% rate made permanent by RRA 1993, 13 

Future interest in tangible personal property, 
charitable gift of, 157 

Gifts within three years of death, see GIFTS 
WITHIN THREE YEARS OF DECE- 
DENT’S DEATH, §2035 

Liens for unpaid taxes, see TAX LIENS 

Pre-1932 trust, partially disclaimed remainder 
interest not subject to gift tax (US SupCt; 
rev grant), 29; disclaimer is taxable gift, deci- 
sion, 113 

Qualified terminable interest property, see 
QUALIFIED TERMINABLE INTEREST 
PROPERTY (QTIP) 

Split-interest rule, 73 

Transfer from power of appointment marital 
deduction trust to beneficiary of new identi- 
cal trust does not result in taxable gift; sur- 
viving spouse does not realize gain or loss 
(PLR), 52 

US. savings bonds, tax consequences, see SAV- 
INGS BONDS 


GIFT TAX MARITAL DEDUCTION 

See CHARITABLE REMAINDER TRUSTS; 
QUALIFIED TERMINABLE INTEREST 
PROPERTY (QTIP) 


GIFTS 

See also GIFT TAX 

Annual gift tax exclusion, see ANNUAL GIFT 
TAX EXCLUSION 

Asset protection planning, see ASSET PRO- 
TECTION PLANNING 

Buy-sell agreements, see BUY-SELL AGREE- 
MENTS 

Charitable contributions, see CHARITABLE 
CONTRIBUTIONS 

Charitable estate tax deduction, see CHARI- 
TABLE ESTATE TAX DEDUCTION 

Charitable remainder trusts, see CHARITA- 
BLE REMAINDER TRUSTS 

Continuing gifts to children found when holder 
of preferred stock acquiesced in corporation’s 
not paying market-rate dividends (TAM), 29 

Durable power of attorney, agents should be 
given specific power to make gifts to avoid 
IRS challenge (TAM), 89 

Gift-borrowback to reversionary trust does not 
create debt supporting interest deduction 
(CA 9), 4 

Gifts within three years of death, see GIFTS 
WITHIN THREE YEARS OF DECE- 
DENT’S DEATH, §2035 

Interest-free loans, see INTEREST-FREE 
LOANS 

Intra-family sales, see INTRA-FAMILY 
SALES 

Power of appointment, exercise of power to di- 
rect distribution of trust to family members 
results in taxable gift (TAM), 144 

Preferred shares, failure of corporation to re- 
deem is taxable gift by sole voting sharehold- 
er (TAM), 143 

Revocable transfers, see REVOCABLE 
TRANSFERS, §2038 

Stock given by parents to children proportion- 
ate to ownership of multiple classes is exempt 
from §2701 (PLRs), 34 

Valuation, see VALUATION 


GIFTS WITHIN THREE YEARS OF DECE- 
DENT’S DEATH, §2035 

Annual gift tax exclusion transfers made within 
three years of death from grantor’s revocable 
trust were exercise of, not relinquishment of, 
grantor’s reserved trust powers (CA 8), 109 

Gross estate does not include annual gift tax 
exclusion transfers made within three years 
of death from grantor’s revocable trust (CA 
8), 220 





Life insurance 

—Illegal exercise of incident of ownership with- 
in three years of death does not trigger estate 
taxation of life insurance proceeds (CA 5), 
16 

—Policies purchased through re-executed con- 
tract are not includible in decedent’s estate 
(TAM), 16 

Revocable trust gifts facilitated, see LEGISLA- 
TION, FEDERAL, HR 3419 


GOVERNING INSTRUMENT 
See REFORMATION OF INSTRUMENT 


GRANTOR RETAINED ANNUITY TRUSTS 
(GRATs) 

See also ESTATE FREEZES 

Annuities must be valued under tables for 
straight annuities rather than shorter of term 
certain or life estate tables when claiming 
estate tax credit for tax on prior transfers 
(US TCM), 14 

Retained interest in GRAT, value not increased 
by right to be reimbursed for income taxes 
(PLRs), 88 

Trust created to pay fixed annuity is qualified 
GRAT under §2702, non-fiduciary power to 
reacquire assets makes trust eligible S corpo- 
ration shareholder, IRS declines to value an- 
nuity (PLR), 34 


GRANTOR RETAINED INCOME TRUSTS 
(GRITs) 

Remainder interest in artwork for pre-1990 
GRIT valued under §7520 (TAM), 29 


GRANTOR RETAINED INTEREST TRUSTS 
See GRANTOR TRUSTS 


GRANTOR TRUSTS 

Grantor retained annuity trusts, see GRANT- 
OR RETAINED ANNUITY TRUSTS 
(GRATs) 

Grantor retained income trusts, see GRANT- 
OR RETAINED INCOME TRUSTS 
(GRITs) 

Interest-free demand loans, funding of trust cre- 
ates grantor trust (US TCM), 8 

Non-adverse trustee, right to add and remove 
descendants as beneficiaries created grantor 
trust status for S corporation trust (PLR), 8 

Non-resident alien who created grantor trust 
which realized gain on sale of shares in U.K. 
corporation not subject to U.S. tax (PLR), 8 

Personal residence trusts, see QUALIFIED 
PERSONAL RESIDENCE TRUSTS 
(QPRTs) 

Powers of appointment, see POWERS OF AP- 
POINTMENT 

Qualified Subchapter S trusts, see QUALI- 
FIED SUBCHAPTER S TRUSTS 

Revocable inter vivos trusts, see REVOCABLE 
INTER VIVOS TRUSTS 

Revocable transfers, see REVOCABLE 
TRANSFERS, §2038 


GRATs 
See GRANTOR RETAINED ANNUITY 
TRUSTS (GRATs) 


GRITs 
See GRANTOR RETAINED INCOME 
TRUSTS (GRITs) 


GROSS ESTATE 

See also ESTATE TAX; ESTATES 

Farm property, see SPECIAL USE REAL 
PROPERTY VALUATION ELECTION, 
§2032A 

Foreign trusts and estates, see FOREIGN 
TRUSTS AND ESTATES 

Gifts within three years of death, see GIFTS 
WITHIN THREE YEARS OF DECE- 
DENT’S DEATH, §2035 

Life insurance, see LIFE INSURANCE; LIFE 
INSURANCE TRUSTS 
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GROSS ESTATE—Contd. 

Marital deduction, se MARITAL DEDUC- 
TION (ESTATE TAX) 

Marital deduction power of appointment trusts, 
see POWER OF APPOINTMENT MARI- 
TAL DEDUCTION TRUSTS 

Personal residence trusts, see QUALIFIED 
PERSONAL RESIDENCE TRUSTS 
(QPRTs) 

Powers of appointment, see POWERS OF AP- 
POINTMENT 

Qualified terminable interest property, see 
QUALIFIED TERMINABLE INTEREST 
PROPERTY (QTIP) 

Residuary estate, see RESIDUARY ESTATE 

Retained life estates, see RETAINED LIFE 
ESTATES, §2036 

Revocable transfers, see REVOCABLE 
TRANSFERS, §2038 

Revocable trusts, see REVOCABLE INTER 
VIVOS TRUSTS 

Valuation, see VALUATION 


GROSS INCOME 

See EXCLUSIONS FROM GROSS IN- 
COME; RECOGNITION OF GAIN OR 
LOSS 


GUARANTEES 
Loan guarantees, see LOANS 


H 


HEALTH CARE 
Medicaid, see MEDICAID 


HOMES 
See PRINCIPAL RESIDENCE 


I 


IMPUTED INTEREST 
See INTEREST; INTEREST-FREE LOANS 


INCIDENTS OF OWNERSHIP 
See LIFE INSURANCE; LIFE INSUR- 
ANCE TRUSTS 


INCOME IN RESPECT OF DECEDENT 

Appreciation in value of savings bonds used to 
fund pecuniary share to charity is taxable 
IRD (PLR), 9 

Disclaimed retirement benefits are IRD taxable 
to ultimate recipient, not disclaimant (PLR), 
9 


Embezzled campaign funds repaid to surviving 
thou were IRD and taxable to spouse even 
rem, _— obligated to return funds (US 


m< wag sale proceeds from sale pursuant to 
option agreement were not IRD since dece- 
dent not unconditionally entitled to proceeds 
(PLR), 9 

S corporation stock, see LEGISLATION, 
FEDERAL, HR 3419 

Short sale profits from sale closed after dece- 
dent’s death not IRD (PLR), 9 


INCOME TAX 

See also BENEFICIARIES; DISTRIBUTA- 
BLE NET INCOME (DNI); DISTRIBU- 
TIONS, ESTATES AND TRUSTS; ES- 
TATES; INCOME IN RESPECT OF DE- 
CEDENT 

Deceased or retiring partner, income tax treat- 
oat r §736(b) payments changed by RRA 
1993, 


Expatriates can avoid income taxes upon resto- 
ration of citizenship under certain circum- 
stances (RR), 27 

Jointly-owned property, 100% of value of prop- 
erty includible in estate resulting in stepped 
up basis for surviving spouse, discussion of 
Gallenstein v. U.S., 130 et seq. 

Non-resident alien who created grantor trust 
which realized gain on sale of shares in Unit- 





ed Kingdom corporation, later distribution of 
gain not subject to U.S. tax (PLR), 8 

Trusts and estates, RRA 1993 impact on rates, 
3 


U.S. savings bonds, tax consequences, see SAV- 
INGS BONDS 


INDIVIDUAL RETIREMENT ARRANGE- 
MENTS (IRAs) 
Asset protection planning, 123 


INFORMATION RETURNS 
Charitable contributions, donee filing require- 
ments, §6050L, 173 


INSTALLMENT OBLIGATIONS 

Estate tax deduction disallowed for debts owed 
to decedent’s children when promissory notes 
were unsupported by consideration (CA 2), 
20 


Self-cancelling installment notes (SCINs) auto- 
matically terminated, decedent’s estate must 
report capital gain (CA 8), 6 


INSTALLMENT PAYMENT OF ESTATE 
TAX 

See EXTENSION OF TIME FOR PAY- 
MENT OF ESTATE TAX 


INSURANCE 
See LIFE INSURANCE; LIFE INSUR- 
ANCE TRUSTS 


INSURANCE POLICY EXCHANGES 
See EXCHANGES OF INSURANCE POLI- 
CIES, §1035 


INTER VIVOS TRUSTS 

See CHARITABLE REMAINDER TRUSTS; 
GRANTOR TRUSTS; REVOCABLE 
INTER VIVOS TRUSTS 


INTEREST 

See also INTEREST-FREE LOANS; INTER- 
EST RATES 

Expense paid from estate income does not re- 
duce residuary estate (RR), 21 

Gift-borrowback to reversionary trust does not 
create debt supporting interest deduction 
(CA 9), 4 

Life insurance policies’ beneficiaries liable for 
unpaid estate taxes and interest even though 
in excess of proceeds received (US TC), 26 

Surviving joint owner’s previously taxed proper- 
ty credit not reduced for interest on deferred 
estate tax (CA 7), 14 


INTEREST-FREE LOANS 
Grantor trust creat:d by funding with interest- 
free demand loans (US TCM), 8 


INTEREST RATES 

Pooled income funds, interest rates for deter- 
mining charitable deduction for gifts to 
“new” funds announced (RR), 180 


INTRA-FAMILY SALES 

See also ESTATE FREEZES; JOINTLY- 
OWNED PROPERTY 

Personal residence sale-leaseback to decedent’s 
child recharacterized as gift with retained 
life estate included in gross estate (CA 2), 17 

Soft drink bottling business sold to son for more 
than its value not taxable gift (US TCM), 28 


INVESTMENT ADVISOR FEES 
See ADMINISTRATIVE EXPENSES 


IRD 
See INCOME IN RESPECT OF DECE- 
DENT 


IRREVOCABLE INTER VIVOS TRUSTS 

See also CHARITABLE REMAINDER 
TRUSTS; REVOCABLE INTER VIVOS 
TRUSTS 

Asset protection planning, 126 





Exercise of limited power in irrevocable trust to 
create new trust is not taxable disposition of 
assets under §1001 (PLR), 10 

Master minority trust, separate shares created 
for each of decedent’s children treated as sep- 
arate trusts for determining DNI for each 
beneficiary (PLR), 7 

Retained life estate not created by grantor’s 
right to substitute corporate trustees (US 
TC), 17 

Retained power of appointment not created by 
grantor’s right to substitute corporate trust- 
ees (US TC), 54 


ITEMIZED DEDUCTIONS 

Investment advisory fees paid by trustee not 
subject to 2% floor on miscellaneous itemized 
deductions (CA 6), 3 


J 


JOINTLY-OWNED PROPERTY 

See also INTRA-FAMILY SALES 

Disclaimers, different rules for tenancies by the 
entireties and joint tenancies with right of 
survivorship (TAM), 179 

Gallenstein v. U.S., 100% of value of property 
includible in estate resulting in stepped up 
basis for surviving spouse, discussion, 130 et 
seq. 

Life insurance, all proceeds of policy held with 
predeceasing spouse includible in estate (US 

Surviving joint owner’s previously taxed proper- 
ty credit not reduced for interest on deferred 
estate tax (CA 7), 14 


L 


LAND TRUSTS 

Non-recognition of gain on like-kind exchange 
of interests in land trusts approved, land trust 
not trust for purposes of §1031 (RR), 10 


LEASEBACKS 
See INTRA-FAMILY SALES 


LEGISLATION, FEDERAL 
Ed. Note: Includes only bills with assigned 
numbers; for other bills, see specific heads. 


HR 

—3419, Technical Corrections Act of 1993, S 
corporation stock would retain income in re- 
spect of decedent (IRD) status of internal 
assets, 8; §706(c)(2) amendment would ter- 
minate partnership taxable year on partner’s 
death or complete liquidation, 10; new class 
of S corporation trust, electing small business 
trust (ESBT), would be created, 12; excise 
tax on otherwise tax-free transfers by U.S. 
person of appreciated property to foreign en- 
tity converted to recognition event, 13; late 
correction to timely defective §2032A elec- 
tions proposed, 15; revocable trust gifts treat- 
ment as made directly by grantor with power 
to revoke for purposes of §2035, 16; “stub” 
income of QTIP, treatment clarified, QDOT 
amendments effective date eased, 23; waiver 
of contribution power to revocable trusts un- 
der §2207A and 2207B extended, 26; special 
hewgeom rules, §2701 and 2702 to be modi- 
fied, 32 


LIENS 
See TAX LIENS 


LIFE ESTATES 

See MARITAL DEDUCTION TRUSTS; 
QUALIFIED TERMINABLE INTEREST 
PROPERTY (QTIP); RETAINED LIFE 
ESTATES, §2036; VALUATION 


LIFE INSURANCE 
See also ANNUITIES 
Asset protection planning, 122 
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LIFE INSURANCE—Contd. 

Beneficiaries of life insurance policies liable for 
unpaid estate taxes and interest even though 
in excess of proceeds received (US TC), 26 

Buy-sell agreements, partnership formed to 
manage life insurance policies used to fund 
agreement sustains partnership classification, 
transfer-for-value rule of §101 does not apply 
(PLR), 4 

Charitable contributions, 41; 160 

Community property, all proceeds of life insur- 
ance policy held with predeceasing spouse in- 
cludible in estate (US TC), 20 

Control of incidents of ownership, even indirect- 
ly, causes inclusion in gross estate of insured 
(TAM), 86 

Gifts within three years of decedent’s death 

—Illegal exercise of incident of ownership with- 
in three years of death does not trigger estate 
taxation of life insurance proceeds (CA 5), 
16 

—Policies purchased through re-executed con- 
tract are not includible in decedent’s estate 
(TAM), 16 

Non-recognition exchanges of insurance poli- 
cies, see EXCHANGES OF INSURANCE 
POLICIES, §1035 

“Qualified accelerated death benefits” will not 
cause contract to fail to be qualified as insur- 
ance for purposes of §7702 and 7702A and 
will be tax-free under §101, Prop. Regs., 3 

Split-dollar agreement, corporation had no inci- 
dents of ownership in policy so none attrib- 
uted to either insured, stock held by QSST 
considered owned by decedent for purpose of 
determining controlling interest (PLR), 85 


LIFE INSURANCE TRUSTS 

“Bad” insurance trust includible in gross estate 
under §2042, techniques to eliminate §2042 
problem discussed (PLR), 111 

Irrevocable joint and survivor life insurance pol- 
icy swapped for universal life policy, ex- 
change tax-deferred when one insured al- 
ready deceased (PLR), 11 


LIKE-KIND EXCHANGES 

Land trusts, non-recognition of gain on ex- 
change of interests in approved, land trust not 
trust for purposes of §1031 (RR), 10 


LIMITED LIABILITY COMPANIES (LLCs) 
See also PARTNERSHIPS 
Asset protection planning, 125 


LIMITED PARTNERSHIPS 

See also PARTNERSHIPS 

Asset protection planning, 125 

Charitable remainder trusts, limited partner- 
ship is permissible donor to and unitrust ben- 
eficiary of term-of-years charitable remain- 
der unitrust (PLR), 148 


LIQUIDATIONS, CORPORATE 

Lapsed rights, estate freezes, §2703, analysis, 
187 et seq. 

Valuation of closely-held corporation stock, sale 
or a ani of corporation after death is 
sound evidence of date-of-death stock value 
(US TC), 15; Service abused discretion in not 
waiving §6660 penalty, 54 


LIQUIDATIONS, PARTNERSHIPS 
Lapsed rights, estate freezes, §2703, analysis, 
187 et seq. 


LOANS 

See also INTEREST-FREE LOANS 

Debt instruments owned by non-resident alien 
decedent, rules determining which will es- 
cape U.S. taxation changed by RRA 1993, 
26 

Estate tax deduction disallowed for debts owed 
to decedent’s children when promissory notes 
were unsupported by consideration (CA 2), 
20 





Gift-borrowback to reversionary trust does not 
create debt supporting interest deduction 
(CA 9), 4 

Guarantee will not ordinarily cause complete 
disallowance of marital deduction otherwise 
allowable (PLR), 111 

Guaranty obligations of decedent made good by 
estate deductible (TAM), 21 

QTIP trust, loans to decedent’s children not 
§2519 disposition (PLR), 143 


LOSSES 
See CAPITAL GAINS AND LOSSES 


M 


MARITAL DEDUCTION (ESTATE TAX) 

See also BEQUESTS; CHARITABLE RE- 
MAINDER TRUSTS; QUALIFIED TER- 
MINABLE INTEREST PROPERTY 
(QTIP) 

Administrative expenses paid from estate in- 
come reduce marital deduction by that 
amount (CA FC), 23 

Beneficiaries’ and trustee’s disclaimers fail to 
save marital deduction where not necessary 
to protect purposes for which trust was creat- 
ed (US TC), 25 

Controlling interest in corporation must be val- 
ued as single interest in determining gross 
estate value, minority discount applied for de- 
termining marital deduction (TAM), 85 

Disposition of property to a non-US. citizen 
spouse, proposed QDOT regulations, 23 

Loan guarantee will not ordinarily cause com- 
plete disallowance of marital deduction other- 
wise allowable (PLR), 111 

Residuary marital share not reduced by pay- 
ment of administrative expenses out of estate 
income (US TC), 24 

Settlement of will contest establishes marital 
deduction which is not reduced by income 
used to pay expenses (US TC), 24 

Stock in closely-held corporation sold to ESOP, 
no double deduction allowed, §2057 deduc- 
tion takes priority over marital deduction 
(US TC), 25 


MARITAL DEDUCTION (GIFT TAX) 

See CHARITABLE REMAINDER TRUSTS; 
QUALIFIED TERMINABLE INTEREST 
PROPERTY (QTIP) 


MARITAL DEDUCTION TRUSTS 

Power of appointment trusts, see POWER OF 
APPOINTMENT MARITAL DEDUC- 
TION TRUSTS 

Qualified domestic trusts, see QUALIFIED 
DOMESTIC TRUSTS (QDOTs) 

Qualified terminable interest property, see 
QUALIFIED TERMINABLE INTEREST 
PROPERTY (QTIP) 

Stock in closely-held corporation sold to ESOP, 
no double deduction allowed, §2057 deduc- 
tion takes priority over marital deduction 
(US TC), 25 


MEDICAID 

Transfer of asset penalties and estate recovery 
rules significantly revised by RRA 1993, 57 
et seq. 


MINORITY DISCOUNTS 

See VALUATION; VALUATION OF 
CLOSELY-HELD CORPORATION 
STOCK 


MORTGAGES 
Charitable home equity plan, 160 


N 


NET GIFTS 
See GIFT TAX; GIFTS 





NON-RECOGNITION TRANSACTIONS 

Exchanges of insurance policies, see EX- 
ag OF INSURANCE POLICIES, 

Exercise of limited power in irrevocable trust to 
create new trust is not taxable disposition of 
assets under §1001 (PLR), 10 

Gift tax does not result from transfer from pow- 
er of appointment marital deduction trust to 
beneficiary of new identical trust; surviving 
spouse does not realize gain or loss (PLR), 52 

Like-kind exchanges, see LIKE-KIND EX- 
CHANGES 

Merger of inter vivos and testamentary trusts 
does not result in taxable exchange, gain or 
loss not recognized (PLR), 11 

Qualified securities transfer to revocable trust 
not taxable disposition under §1042, gain rec- 
ognized upon distribution by trust (PLR), 8 


NON-RESIDENT ALIENS 

Debt instruments owned by non-resident alien 
decedent, rules determining which will es- 
- US. taxation changed by RRA 1993, 
6 


O 


OBRA 1993 
See REVENUE RECONCILIATION ACT 
OF 1993 


OFFSHORE TRUSTS 
See FOREIGN TRUSTS AND ESTATES 


OIL AND GAS 

Alternate valuation date, §2032, oil extracted 
between death and alternate valuation date 
must be valued as if still unextracted at date 
of sale with minimal discount (US TC), 16 

Gas leases, actuarial tables inapplicable when 
wasting asset will expire before trust’s in- 
come interest (US TC), 29 


OMNIBUS BUDGET RECONCILIATION 
ACT OF 1993 

See REVENUE RECONCILIATION ACT 
OF 1993 


ONE CLASS OF STOCK REQUIREMENT 
See S CORPORATIONS 


P 


PARTNERSHIPS 

See also ESTATE FREEZES 

Cross-purchase buy-sell agreements, partner- 
ship formed to manage life insurance policies 
used to fund sustains partnership classifica- 
tion, transfer-for-value rule of §101 does not 
apply (PLR), 4 

Limited liability companies (LLCs), partner- 
ship status bestowed on LLCs created under 
statutes of several states (RR), 13 

Liquidations, see LIQUIDATIONS, PART- 
NERSHIPS 


Retained interest family partnerships, 205 et 
seq. 

—cContributions to partnership, 210 

—Control, maintenance of, 208 

—Multiple classes of interest, 206 

—Partnership treatment, insurance of, 209 

—Preferred interests, achieving fair market val- 
uation, 207 

—Remainder interests, assumed future value 
vs. actual future value, 205 

—Retained interest, 206 

—Transfer tax savings, 211 et seq. 

—Valuation of transferred residual interest, 
210 


Retention of general partnership interest in 
family limited partnership not retained inter- 
est under §2036(a), not includible in gross 
estate (PLR), 19 

Taxable year terminated on partner’s death, see 
LEGISLATION, FEDERAL, HR 3419 
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PECUNIARY BEQUESTS 
See BEQUESTS; MARITAL DEDUCTION 
(ESTATE TAX) 


PENALTIES 

Medicaid transfer of asset penalties and estate 
recovery rules significantly revised by RRA 
1993, 57 et seq. 

Sale or liquidation of corporation after death is 
sound evidence of date-of-death stock value, 
service abused discretion in not waiving 
§6660 penalty (US TC), 54 


PERSONAL PROPERTY 
Charitable contributions of tangible property, 


Future interest in tangible property, charitable 
gift of, 157 


PERSONAL REPRESENTATIVES 
See EXECUTORS 


PERSONAL RESIDENCE 
See PRINCIPAL RESIDENCE 


PERSONAL RESIDENCE TRUSTS 
See QUALIFIED PERSONAL RESIDENCE 
TRUSTS (QPRTs) 


PLANNING 
See ESTATE PLANNING 


POOLED INCOME FUNDS 

Changes to model form will not disqualify 
pooled income fund created by charity with 
itself as remainder beneficiary (PLR), 7 

Federal tax consequences to grantor, 48 

Interest rates for determining charitable deduc- 
tion for gifts to “new” funds announced 
(RR), 180 

Maintenance requirement for pooled income 
fund when community foundation maintains 
fund, IRS recants focus on (Notice), 6 

Multiple beneficiaries, trust established by na- 
tional charity with local charitable affiliates 
is qualified pooled income fund if require- 
ments met (RR), 7 

Qualified terminable interest property (QTIP), 
final regulations, 102 


POWER OF APPOINTMENT MARITAL 
DEDUCTION TRUSTS 

Exercise of limited power in irrevocable trust to 
create new trust not taxable disposition of 
assets under §1001 (PLR), 10 

Gift tax does not result from transfer from trust 
to beneficiary of new identical trust; surviv- 
ing spouse does not realize gain or loss 
(PLR), 52 

IRS precluded from finding general power of 
appointment when wife died when same pow- 
er had been found to be special power when 
husband died (US TCM), 19 

Unauthorized transfers by trustees continue to 
be subject to beneficiary’s general power of 
appointment and includible in estate under 
§2041 (TAM), 20 


POWER OF ATTORNEY 

Agents should be given specific power to make 
gifts in durable powers of attorney to avoid 
IRS challenge (TAM), 89 

Va. Code §11-9.5 retroactively allowed gifts by 
attorney-in-fact made under durable power of 
attorney which didn’t specifically grant gift- 
making authority (US TCM), 18 


POWERS OF APPOINTMENT 

See also GRANTOR TRUSTS; MARITAL 
DEDUCTION TRUSTS; POWER OF AP- 
POINTMENT MARITAL DEDUCTION 
TRUSTS 

Beneficiary/trustees, see TRUSTEES 

Condition without substantive non-tax impact 
and within power holder’s control does not 
negate general power (US TC), 19 





“Continued comfort” is ascertainable standard, 
power to invade trust principal was not gener- 
al power of appointment (CA 10), 19 

Exercise of power to direct distribution of trust 
to family members results in taxable gift 
(TAM), 144 

Grantor’s right to remove and replace corporate 
trustee does not result in inclusion of trust 
funds in taxable estate, Wall Estate v. Comr. 
discussed, 103 et seq. 

Irrevocable inter vivos trusts, retained power 
not created by grantor’s right to substitute 
corporate trustees (US TC), 54 

Retroactive Ohio statute provides that trustee’s 
beneficial interest in trust is limited power of 
appointment when subject to ascertainable 
standard (PLR), 20 


PREFERRED STOCK 

Continuing gifts to children found when holder 
of preferred stock acquiesced in corporation’s 
not paying market-rate dividends (TAM), 29 

Cumulative dividend preferred stock received in 
recapitalization was qualified payment 
(PLR), 33 


PRINCIPAL RESIDENCE 

Charitable gift of remainder interest, 48; 155 

Charitable home equity plan, 160 

Sale-leaseback of personal residence to dece- 
dent’s child recharacterized as gift with re- 
a life estate included in gross estate (CA 
2), 17 


PRIOR TRANSFERS ESTATE TAX CREDIT 

GRAT annuities must be valued under tables 
for straight annuities rather than shorter of 
term certain or life estate tables when claim- 
ing credit (US TCM), 14 

Surviving joint owner’s previously taxed proper- 
ty credit not reduced for interest on deferred 
estate tax (CA 7), 14 


PRIVATE ANNUITIES 

See also ANNUITIES 

GRAT qualified under §2702, non-fiduciary 
power to reacquire assets makes trust eligible 
S corporation shareholder, IRS declines to 
value annuity (PLR), 34 

Unsecured annuity bought from trust is quali- 
fied interest under §2702 (PLR), 34 


PRIVATE FOUNDATIONS 

Art, charitable contributions of, 160 

Conversion to supporting foundation, 168 

Definition, 164 

Disclaimed property passing to private founda- 
tion controlled by disclaimant results in quali- 
fied disclaimer where separate fund created 
(PLR), 30 

Endowed foundations, 164 

Pass-through or “conduit” foundations, 164 

Pooled common funds, 164 

Private operating foundations, 164 

Public charity vs. private foundation, 162; 167 


PROMISSORY NOTES 
See INSTALLMENT OBLIGATIONS 


PUBLIC CHARITIES 

Private foundation conversion to supporting 
foundation, 167 

Private foundation vs. public charity, 162; 167 

Supporting foundations 

—Creative use of, 170 

—Definition, 165 

—Requirements for qualification, 165 

——Control test, 167 

—w—Integral part test, 166 

——Operational test, 165 

——Organizational test, 165 

—w—Relationship test, 166 

— —Responsiveness test, 167 





PUBLICATIONS 

“ACTEC Commentaries on the Model Rules of 
Professional Conduct,” Real Property, Pro- 
bate and Trust Journal, 151 

“An Economic Buy-Sell Alternative: First-to- 
die Life Insurance,” Probate & Property, 92 

“Appraisal Issues Now Require Greater Atten- 
tion for Tax Planning to be Effective,” The 
Journal of Taxation, 92 

“At the Frontier of Probate Litigation: Inten- 
tional Interference with the Right to Inher- 
it,” Probate & Property, 61 

“Charitable Contributions of Real Property to 
Conservation Organizations,” TAXES, 61 

“Deductibility of Estate Planning Fees: An Old 
Strategy Revisited,” Probate & Property, 

4 


“Disclosure, Discretion, or Deception: The Es- 
tate Planner’s Ethical Dilemma from a Uni- 
lateral Confidence,” Real Property, Probate 
and Trust Journal, 150 

“Elderlaw: Advocacy for the Aging,” West 
Publishing, 91 

“Estate Planning and the Family Limited Part- 
nership,” Probate & Property, 91 

“Estate Planning for Owners of Patents and 
Copyrights,” Estate Planning, 115 

“Estate Planning for the S Corporation Share- 
holder: Commentary and Forms,” The Tax 
Lawyer, 91 

“Family Limited Partnerships Can Create Dis- 
counts,” Estate Planning, 184 

“Gift of Life: The Lawyer’s Role in Organ and 
Tissue Donation,” Probate & Property, 115 

“IRS Reverses Prior Ruling on the Impact of 
Guarantees on the Marital Deduction,” Jour- 
nal of Taxation, 150 

“Long-Term Care Insurance: Selecting the 
Right Policy,” Probate & Property, 224 

“Major Tax Planning, 45th Tax Institute of the 
University of Southern California Law Cen- 
ter (1993)’, 60 

“1993 New York Elder Law Handbook,” Prac- 
tising Law Institute, 116 

“Ninth Circuit Validates Private Founda- 
tion/Charitable Lead Trust Planning,” Jour- 
nal of Taxation, 151 

“OBRA 93 Makes Sweeping Changes in Medi- 
caid Rules,” Estate Planning, 115 

“Planning for Distributions from Qualified Re- 
tirement Plans,” Trusts & Estates, 60 

“Planning with Chapter 14 and GST Interac- 
tion,” Estate Planning, 150 

“Postmortem Estate Planning: Strategies for 
Executors and Beneficiaries,” Practising Law 
Institute, 116 

“Private Letter Rulings: When/How/Tf,” Jour- 
nal of Accountancy, 115 

“Proper Disposition of IRD Items Can Produce 
Tax Savings,” Estate Planning, 224 

“Qualified Retirement and Deferred Compen- 
sation Plan Death Benefits, Distributions, 
and Estate Planning,” TAXES, 150 

“Relief May be Available for Missed Tax Elec- 
tions,” Estate Planning, 150 

“Reports of the Special Study Committee on 
Professional Responsibility of the Section of 
Real Property, Probate, and Trust Law of the 
American Bar Association,” Real Property, 
Probate and Trust Journal, 151 

“Revocable Trusts: Creditors’ Rights After Set- 
tlor-Debtor’s Death,” Probate & Property, 61 

“Self-Cancelling Installment Notes and Private 
Annuities: An Analysis,” TAXES, 91 

“Separating the IRA to Enhance Estate Plan- 
ning,” Trusts & Estates, 60 

“Significant Probate and Trust Literature - 
1991,” Real Property Probate and Trust 
Journal, 92 

“Special Rules for Estates Complicate Pass- 
Through of Passive-Activity Losses,” Journal 
of Taxation, 115 

“Stocker on Drawing Wills,” Practising Law 
Institute, 116 

“Transfers From Retirement Plans to Charities 
and Charitable Remainder Trusts: Laws, Is- 
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PUBLICATIONS—Contd. 

“Transfers From Retirement—Contd. 
sues and Opportunities,” Virginia Tax Re- 
view, 184 

“Trustee Removal Power: How Many Strings 
Are Too Many?” Probate and Property, !84 

“Undue Influence and Professional Responsibil- 
ity,” Real Property, Probate and Trust Jour- 
nal, 150 

“U.S. Transfer Taxation of Non-Resident 
Aliens: Too Much or Too Little?” University 
of Pennsylvania Journal of International 
Business Law, 151 

“What are Creditors’ Rights on Retirement 
Plan Benefits,” Estate Planning, 92 

“When Should Planners Consider Using Split 
Interest Transfers?” Estate Planning, 91 


Q 
QDOTs 
See QUALIFIED DOMESTIC TRUSTS 
(QDOTs) 


QPRTs 
See QUALIFIED PERSONAL RESIDENCE 
TRUSTS (QPRTs) 


QSSTs 
See QUALIFIED SUBCHAPTER S TRUSTS 


QTIP 
See QUALIFIED TERMINABLE INTER- 
EST PROPERTY (QTIP) 


QTIP TRUSTS 
See QUALIFIED TERMINABLE INTER- 
EST PROPERTY (QTIP) 


QUALIFIED ACCELERATED DEATH BEN- 
EFITS 
See LIFE INSURANCE 


QUALIFIED DISCLAIMERS 
See DISCLAIMERS 


QUALIFIED DOMESTIC TRUSTS (QDOTs) 

Disposition of property to non-US. citizen 
spouse, proposed regulations, 23 

“Stub” income of QTIP, treatment clarified, 
QDOT amendments effective date eased, see 
LEGISLATION, FEDERAL, HR 3419 


QUALIFIED EMPLOYEE BENEFIT PLANS 
Asset protection planning, 123 


QUALIFIED PERSONAL RESIDENCE 
TRUSTS (QPRTs) 

Beneficial title to stock in cooperative apart- 
ment is QPRT despite fact that grantor’s 
friend also resides there at grantor’s suffer- 
ance, leaseback permitted without estate in- 
clusion, mortgage payments not gifts to re- 
mainder beneficiaries (PLR), 34 

Grantor trust status because of right of grantor 
to receive income, trust is also proper QPRT 
because of four-fifths remainder interest 
(PLR), 33 

Incidental rent-free use of guest house by fami- 
ly members does not prejudice QPRT status 
for total property (PLR), 33 

Jointly-owned residence subject to mortgages 
can be transferred to QPRT (PLR), 32 


QUALIFIED SUBCHAPTER S TRUSTS 

Crummey demand power over all gifts to trust 
given to beneficiaries created grantor trust 
eligible for QSST status (PLR), 12 

Electing small business trust (ESBT) created, 
see LEGISLATION, FEDERAL, HR 3419 

GRAT qualified under §2702, non-fiduciary 
power to reacquire assets makes trust eligible 
S corporation shareholder, IRS declines to 
value annuity (PLR), 34 

Non-adverse trustee, right to add and remove 
descendants as beneficiaries created grantor 
trust status for S corporation trust (PLR), 8 





Remote possibility of improper distribution dis- 
qualifies separate share trust (RR), 12 

Split-dollar life insurance agreement, corpora- 
tion had no incidents of ownership in policy 
so none attributed to either insured, stock 
held by QSST considered owned by decedent 
for purpose of determining controlling inter- 
est (PLR), 85 

State court reformation of trust denied retroac- 
tive effect for QSST purposes (RR), 12; 57 


QUALIFIED TERMINABLE INTEREST 
PROPERTY (QTIP) 

See also MARITAL DEDUCTION (ESTATE 
TAX); MARITAL DEDUCTION TRUSTS 

Asset protection planning, see ASSET PRO- 
TECTION PLANNING 

Discretionary language regarding QTIP elec- 
tion in marital trust will likely result in IRS 
battle except in 5th and 8th circuits after 
Clayton and Robertson cases, 109 

Executor’s option on whether to create QTIP 
permitted where election related to chosen 
fractional share of residual estate (CA 5), 24 

Federal tax consequences to grantor of forming 
QTIP trust with charitable remainder, 45 

Final regulations discussed, 95 et seq. 

—Contingent income entitlement, 98 

—Election, how to make, 97 

—Inclusion rules, 95 

—Inter vivos QTIP interest, 100 

—Partial elections, 98 

—Pooled income funds, 102 

—Protective elections, 97 

—Reimbursement of taxes, 99 

—Section 2519, 100 

—Specific portion requirement, 95 

Generation-skipping transfer tax, proposed reg- 
ulations regarding definitions, allocation of 
GST exemption and reverse QTIP election 
issued, 30 

Gross estate includes full value of QTIP even 
though election was greater than required to 
minimize taxes (US TC), 20 

Loans from QTIP trust to decedent’s children 
not §2519 disposition (PLR), 143 

Marital deduction available for entire amount 
for which QTIP election was made even when 
will provided for 50% outright marital gift 
(TAM), 51 

Non-formula QTIP election with respect to re- 
siduary marital trust cannot be adjusted on 
audit (TAM), 25 

Payment of estate taxes from taxable QTIP to 
maximize reverse QTIP allowed (PLR), 31 

Reverse QTIP election, extension of time to 
make granted (PLRs), 31 

“Stub” income of QTIP, treatment clarified, 
QDOT amendments effective date eased, see 
LEGISLATION, FEDERAL, HR 3419 

Surviving spouse’s estate, property for which 
QTIP election was made not includible where 
income accruing between last payment date 
and death was not required to be paid to 
estate (US TC), 182 


R 


RATES OF TAXES 

Estate, gift and generation-skipping transfer 
taxes, 55% rate made permanent by RRA 
1993, 13 

Income tax on trusts and estates, RRA 1993 
impact, 3 


REAL PROPERTY 

See also PERSONAL PROPERTY; SALE 
OR EXCHANGE OF REAL PROPERTY; 
SPECIAL USE REAL PROPERTY VAL- 
UATION ELECTION, §2032A 

Charitable contributions, 39 

Discounting for fractional interests in real es- 
tate addressed (US TCM; TAM), 52 

Estate tax deferral, active business require- 
ment, real estate businesses can be active un- 





der §6166 and cash reserves can be operating 
assets (PLR), 26 

Fractional interest in real estate, valuation dis- 
count allowed limited to estimated costs of 
partition of property (TAM), 15 

Option to purchase property, proper tax treat- 
ment of transfer to charitable remainder 
trusts being reconsidered (PLR), 147 


RECAPITALIZATIONS, CORPORATE 

Cumulative dividend preferred stock received in 
recapitalization was qualified payment 
(PLR), 33 

Indirect attribution of ownership from trust to 
beneficiaries causes recapitalization to be 
transfer for gift tax purposes (PLR), 33 

Reverse recapitalization does not trigger §2701 
problems (PLR), 34 


RECAPTURE 

Special use real property valuation, lease of 
farm to another heir under cash rental ar- 
rangement during §2032A recapture period 
terminated special use, recapture tax statute 
of limitations started by questionnaire sent to 
taxpayer, collection precluded (US TC), 16 


RECOGNITION OF GAIN OR LOSS 

See also CAPITAL GAINS AND LOSSES; 
NON-RECOGNITION TRANSACTIONS 

Excise tax on otherwise tax-free transfers by 
U.S. person of appreciated property to for- 
eign entity converted to recognition event, see 
LEGISLATION, FEDERAL, HR 3419 

Farm property transferred to charitable re- 
mainder trust and subsequent sale, no recog- 
nition of income by trust or donor (PLR), 148 

Non-recognition of gain in land trusts transac- 
tion, see LIKE-KIND EXCHANGES 


REDEMPTION OF CORPORATE STOCK 

Preferred shares, failure of corporation to re- 
deem is taxable gift by sole voting sharehold- 
er (TAM), 143 


REFORMATION OF INSTRUMENT 

Commutation of defective charitable remainder 
trust after estate tax return filed does not 
save estate tax charitable deduction (CA 9), 
22 

Republication of will by 1982 codicil should not 

equated with making new will, charitable 

remainder trust allowed under more lenient 
pre-1979 standards (CA FC), 21 

State court reformation of trust denied retroac- 
tive effect for QSST purposes (RR), 12; 57 


REGULATIONS 

Generation-skipping transfer tax, see GENER- 
ATION-SKIPPING TRANSFER TAX 

Life insurance, “qualified accelerated death 
benefits” will not cause contract to fail to be 
qualified as insurance for purposes of §7702 
and 7702A and will be tax-free under §101, 
Prop. Regs., 3 

Medicaid transfer of asset penalties and estate 
recovery rules significantly revised by RRA 
1993, 57 et seq. 

Qualified domestic trusts (QDOT), disposition 
of property to non-U.S. citizen spouse, pro- 
posed regulations, 23 

Qualified terminable interest property, see 
QUALIFIED TERMINABLE INTEREST 
PROPERTY (QTIP) 

Special valuation rules, §2701 and 2702 modi- 
fied, see LEGISLATION, FEDERAL, HR 
3419 

Valuation, §7520 standard, final regulations is- 
sued, proposed regulations establishing ex- 
ceptions issued, 145 et seq. 


RELATED PARTY TRANSACTIONS 
See INTRA-FAMILY SALES 
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RELATION-BACK DOCTRINE 

Non-charitable gifts by check, doctrine applied 
allowing qualification for annual exclusion 
(US TC), 27; affirmed (CA 4), 222 


REMAINDER INTERESTS 

See also CHARITABLE REMAINDER 
TRUSTS; DISCLAIMERS; POOLED IN- 
COME FUNDS 

Final and proposed valuation §7520 Regs. is- 
sued, 145 et seq. 

Pre-1932 trust, partially disclaimed remainder 
interest not subject to gift tax (US SupCt; 
rev grant), 29; disclaimer is taxable gift, deci- 
sion, 113 

Pre-1990 GRIT funded with artwork valued un- 
der §7520 (TAM), 29 

Preresiduary charitable gifts not deductible ex- 
cept remainder interest in farm because gifts 
did not meet requirements for split-interest 
transfers (TAM), 89 

Retained interest family partnerships, see 
PARTNERSHIPS 


RENUNCIATIONS 
See DISCLAIMERS 


REPORTING REQUIREMENTS 

Charitable gifts, written confirmation of gifts 
over $250 required under RRA 1993, 5 

Property charitable gifts, 36 

Quid pro quo gifts, 36; 176 


RESIDENCE 
See PRINCIPAL RESIDENCE 


RESIDENT ALIENS 
See NON-RESIDENT ALIENS 


RESIDUARY ESTATE 

Interest expense paid from estate income de- 
ductible from income tax, does not reduce 
residuary estate (RR), 21 

Residuary charitable bequest must be reduced 
by amount paid from estate income (US FC), 
22 


RETAINED INTERESTS 

GRAT, value of retained interest not increased 
by right to be reimbursed for income taxes 
(PLRs), 88 

Retained interest family partnerships, see 
PARTNERSHIPS 


RETAINED LIFE ESTATES, §2036 

See also ESTATE FREEZES 

General partnership interest retained in family 
limited partnership not includible in gross es- 
tate (PLR), 19 

Grantor’s right to substitute corporate trustees 
not retained life estate (US TC), 17 

Sale-leaseback of personal residence to dece- 
dent’s child recharacterized as gift with re- 
tained life estate included in gross estate (CA 
2), 17 


REVENUE RECONCILIATION ACT OF 
1993 

Capital asset dispositions, 79 et seq. 

Charitable contributions 

—Disclosure requirements 

—— Penalties, new §6714, 176 

——*“Quid pro quo” requirements, new §6115, 

36; 176 

—Lifetime gifts, see Lifetime charitable gifts, 
this heading 

—Substantiation requirements 

——Section 170(f)(8), 173 

—Written confirmation of gifts over $250 re- 
quired, 5 

Debt instruments owned by non-resident alien 
decedent, U.S. estate tax treatment, 26 

Deceased or retiring partner, income tax treat- 
ment of §736(b) payments changed, 9 

Income tax rates for trusts and estates, 3 





Lifetime charitable gifts 

—Cost of reduced by RRA 1993, 35 

—Substantiation requirements, 36 

Medicaid transfer of asset penalties and estate 
recovery rules significantly revised by RRA 
1993, 57 et seq. 


REVERSIONARY INTERESTS 
Final and proposed valuation §7520 Regs. is- 
sued, 145 et seq. 


REVOCABLE INTER VIVOS TRUSTS 

See also DISTRIBUTIONS, ESTATES AND 
TRUSTS; GRANTOR TRUSTS; REVO- 
CABLE TRANSFERS, §2038 

Annual gift tax exclusion transfers made within 
three years of death from grantor’s revocable 
trust not included in gross estate (CA 8), 220 

Annual gift tax exclusion transfers made within 
three years of death from grantor’s revocable 
trust were exercise of, not relinquishment of, 
grantor’s reserved trust powers (CA 8), 109 

Asset protection planning, 126 

Basis step-up allowed for only one-half of assets 
of married couple’s joint revocable trust in- 
cluded in estate of first to die (TAM), 11 

Gifts from revocable trusts facilitated, see 
LEGISLATION, FEDERAL, HR 3419 

Qualified securities transfer to revocable trust 
not taxable disposition under §1042, gain rec- 
ognized upon distribution by trust (PLR), 8 

Waiver of contribution power extended, see 
LEGISLATION, FEDERAL, HR 3419 


REVOCABLE TRANSFERS, §2038 

See also REVOCABLE INTER VIVOS 
TRUSTS 

Va. Code §11-9.5 retroactively allowed gifts by 
attorney-in-fact made under durable power of 
attorney which didn’t specifically grant gift- 
making authority (US TCM), 18 


RRA 1993 
See REVENUE RECONCILIATION ACT 
OF 1993 


RULE AGAINST PERPETUITIES 

Generation-skipping transfers, temporary regu- 
lations, exemption from and application of 
Rule Against Perpetuities variations, revised, 
31 


S 


S CORPORATIONS 

See also QUALIFIED SUBCHAPTER S 
TRUSTS 

Charitable remainder unitrust established by S 
corporation can pay unitrust amount to S cor- 
poration (PLR), 7 

Income in respect of decedent status of stock, 
see LEGISLATION, FEDERAL, HR 3419 


SALE OR EXCHANGE OF PERSONAL RES- 
IDENCE 
See INTRA-FAMILY SALES 


SALE OR EXCHANGE OF PRINCIPAL RES- 
IDENCE 


See PRINCIPAL RESIDENCE 
SALE OR EXCHANGE OF REAL PROPER- 
TY 


Proceeds from real estate sale pursuant to op- 
tion agreement were not IRD since decedent 
not unconditionally entitled to proceeds 
(PLR), 9 


SALES AND LEASEBACKS 
See INTRA-FAMILY SALES 


SAVINGS BONDS 
Appreciation in value of bonds used to fund 
pecuniary share to charity is taxable IRD 


(PLR), 9 





Income, gift and estate tax considerations af- 
fecting ownership and transfer of U.S. sav- 
ings bonds, discussion, 135 et seq. 

—Charitable obligations, use of bonds to satisfy 
at death, 142 

—Income tax, 137; 141 

—Re-issuance of bonds, tax effect, 140 

——Estate tax, 140 

——Gift tax, 140 

——JIncome tax, 141 

—Registration of bonds, 137 

—-—Authorized forms, 139 

——tTransfer tax, effect on, 139 

—Series E and Series EE bonds, 135 

—Series H and Series HH bonds, 135 

—Transfer taxes, 137 

—Transfer upon death of co-owner, 141 


SECTION 501(cX3) ORGANIZATIONS 
See PRIVATE FOUNDATIONS 


SECTION 2036(c) ESTATE FREEZE RULES 
See ESTATE FREEZES 


SECURITIES 
Charitable contributions, 38 


SELF-CANCELLING INSTALLMENT OB- 
LIGATIONS 
See INSTALLMENT OBLIGATIONS 


SETTLEMENT AGREEMENTS 

Marital deduction established by settlement of 
will contest, deduction not reduced by income 
used to pay administrative expenses (US 
TC), 24 

Reciprocal will litigation, payment under settle- 
ment agreement not deductible as claim 
against estate (US TC), 21 


SHORT SALES 

Profits from short sale closed after decedent’s 
death not income in respect of decedent 
(PLR), 9 


SIMPLE TRUSTS 
Distributions, see DISTRIBUTIONS, ES- 
TATES AND TRUSTS 


SITUS OF PROPERTY 

Debt instruments owned by non-resident alien 
decedent, rules determining which will es- 
- U.S. taxation changed by RRA 1993, 


SMALL BUSINESSES 
Electing small business trust (ESBT) created, 
see LEGISLATION, FEDERAL, HR 3419 


SOCIAL SECURITY 
Medicaid, see MEDICAID 


SPECIAL USE REAL PROPERTY VALUA- 
TION ELECTION, §2032A 

See also ALTERNATE VALUATION DATE 

Estate tax deduction disallowed for real estate 
taxes and Irrigation District assessments (CA 

Late correction to timely defective election al- 
lowed, see LEGISLATION, FEDERAL, 
HR 3419 

Lease of farm to another heir under cash rental 
arrangement during §2032A recapture peri- 
od terminated special use, recapture tax stat- 
ute of limitations started by questionnaire 
sent to taxpayer, collection precluded (US 
TC), 16 

Perfection of election allowed despite failure to 
attach property appraisals to estate tax re- 
turn (CA 10), 15 


SPECIAL VALUATION RULES, §2701-2704 
See ESTATE FREEZES; ESTATE TAX; 
GIFT TAX; GRANTOR RETAINED AN- 
NUITY TRUSTS (GRATs); INTRA-FAM- 
ILY SALES; QUALIFIED PERSONAL 
RESIDENCE TRUSTS (QPRTs); REGU- 
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SPECIAL VALUATION RULES—Contd. 
LATIONS; VALUATION; VALUATION 
OF CLOSELY-HELD CORPORATION 
STOCK 


SPENDTHRIFT TRUSTS 
Asset protection planning, 126 


SPLIT-DOLLAR LIFE INSURANCE PLANS 
See LIFE INSURANCE 


SPLIT GIFTS 
See GIFTS WITHIN THREE YEARS OF 
DECEDENT’S DEATH, §2035 


SPOUSES 

Asset protection planning, see ASSET PRO- 
TECTION PLANNING 

Charitable remainder trusts, see CHARITA- 
BLE REMAINDER TRUSTS 

Community property, see JOINTLY-OWNED 
PROPERTY 


Intra-family sales, see INTRA-FAMILY 
SALES 

Jointly-owned property, see JOINTLY- 
OWNED PROPERTY 

Marital deduction, estate tax, see MARITAL 
DEDUCTION (ESTATE TAX) 

Qualified domestic trusts, see QUALIFIED 
DOMESTIC TRUSTS (QDOTs) 

Qualified terminable interest property, see 
QUALIFIED TERMINABLE INTEREST 
PROPERTY (QTIP) 


STATE AND LOCAL LAW 

Limited liability companies (LLCs), partner- 
ship status bestowed on LLCs created under 
statutes of several states (RR), 13 

Powers of appointment 

—Beneficiary/trustees, 197 

—Retroactive Ohio statute provides that trust- 
ee’s beneficial interest in trust is limited pow- 
er when subject to ascertainable standard 
(PLR), 20 

Va. Code §11-9.5 retroactively allowed gifts by 
attorney-in-fact made under durable power of 
attorney which didn’t specifically grant gift- 
making authority (US TCM), 18 


STATUTES OF LIMITATION 

Disability does not toll time for claiming refund 
of gift taxes from fraud and self-dealing of 
elderly woman’s fiduciaries (DC EVa), 179 

Housing Act of 1937 bonds may be revalued for 
estate tax purposes under §2001 even though 
statute of limitations for assessing gift tax 
had expired (CA 4), 14 

Lease of farm to another heir under cash rental 
arrangement during §2032A recapture peri- 
od terminated special use, recapture tax stat- 
ute of limitations started by questionnaire 
sent to taxpayer, collection precluded (US 
TC), 16 


STEPPED-UP BASIS AT DEATH 

Jointly-owned property, 100% of value of prop- 
erty includible in estate resulting in stepped 
up basis for surviving spouse, discussion of 
Gallenstein v. U.S., 130 et seq. 

. Married couple’s joint revocable trust included 
in estate of first to die, basis step-up allowed 
for only one-half of assets (TAM), 11 


STOCK 

See SHORT SALES; VALUATION; VALU- 
ATION OF CLOSELY-HELD CORPORA- 
TION STOCK 


STOCK PURCHASE AGREEMENTS 

See REDEMPTION OF CORPORATE 
STOCK; VALUATION OF CLOSELY- 
HELD CORPORATION STOCK 


SUBSTANTIATION REQUIREMENTS 
Charitable contributions, 172 et seq. 
—Pre-RRA 1993 requirements, 172 
—RRA 1993 requirements, §170(f)(8), 173 





Lifetime charitable gifts, 36 
Property charitable gifts, 36 


SUPPLEMENTAL NEEDS TRUSTS 
Asset protection planning, 128 


SUPPORTING FOUNDATIONS 
See PUBLIC CHARITIES 


SUPREME COURT, U.S. 

Pre-1932 trust, partially disclaimed remainder 
interest not subject to gift tax, review grant- 
ed, 29; disclaimer is taxable gift, decision, 
113 

Retroactive amendment of §2057 to require 
ownership of employer securities by decedent 
before death to qualify for deduction, consti- 
tutionality to be decided, review granted, 25; 
retroactive application upheld, 147 


T 


TAX CREDITS 
See individua! tax credits 


TAX LIENS 

Estate tax lien apportioned to estate’s assets 
based on property value on date of foreclo- 
sure sale, not date of lien (CA 5), 13 

Gift tax lien, deficiency may be pursued against 
donee in same manor as against donor (US 
TC), 222 


TAXABLE ESTATE 
See ADMINISTRATIVE EXPENSES; ES- 
TATE TAX; ESTATES 


TAXABLE YEAR 

Partnership taxable year terminated on part- 
ner’s death, see LEGISLATION, FEDER- 
AL, HR 3419 


TENANCY BY THE ENTIRETIES 

Asset protection planning, see ASSET PRO- 
TECTION PLANNING 

Joint property, see JOINTLY-OWNED 
PROPERTY 


TERMINABLE INTERESTS 
See QUALIFIED TERMINABLE INTER- 
EST PROPERTY (QTIP) 


TESTAMENTARY TRUSTS 

Merger of inter vivos and testamentary trusts 
does not result in taxable exchange, gain or 
loss not recognized (PLR), 11 


THROW-BACK RULES 
Capital asset dispositions, 81 


TRANSFER TAXES 
See ESTATE TAX; GENERATION-SKIP- 
PING TRANSFER TAX; GIFT TAX 


TRANSFEREE LIABILITY 

Life insurance policies’ beneficiaries liable for 
unpaid estate taxes and interest even though 
exceed proceeds received (US TC), 26 


TRANSFERS TO AVOID INCOME TAX, 
§1491 


Excise tax on otherwise tax-free transfers by 
U.S. person of appreciated property to for- 
eign entity converted to recognition event, see 
LEGISLATION, FEDERAL, HR 3419 


TRANSFERS WITHIN THREE YEARS OF 
DEATH 

See GIFTS WITHIN THREE YEARS OF 
DECEDENT’S DEATH, §2035 


TRUSTEES 

Beneficiary serving as trustees, 197 et seq. 

—Federal law concerns, 198 et seq. 

——Administrative powers, 199 

——cCo-trustee who is adverse party, effect of, 
202 





——General power of appointment, avoid giv- 
ing, 198 et seq. 

——Power to allocate between principal and 
income, 199 

“ae to amend administrative provisions, 


"alia to remove and replace co-trustee, 
01 
——Power to terminate trust, 199 
— —State law application to prevent exercise of 
prohibited powers, 202 
——Trust instrument prohibits exercise of pro- 
hibited powers, 204 
——Unrestricted power to distribute income or 
principal, 198 
—State law concerns, 197 et seq. 
——Doctrine of merger, 197 
——Exercise of certain powers prevented, 197 
Grantor’s right to remove and replace corporate 
trustee does not result in inclusion of trust 
funds in taxable estate, Wall Estate v. Comr. 
discussed, 103 et seq. 
Grantor’s right to substitute corporate trustees 
not retained life estate (US TC), 17 
Irrevocable inter vivos trusts, retained power 
not created by grantor’s right to substitute 
corporate trustees (US TC), 54 
Personal liability of trustee, revised GST temp. 
regs. issued, 31 


TRUSTS 

Administrative expenses, see ADMINISTRA- 
TIVE EXPENSES 

Capital asset dispositions, see CAPITAL AS- 
SETS 

Charitable remainder trusts, see CHARITA- 
BLE REMAINDER TRUSTS 

Disclaimed interests, see DISCLAIMERS 

Discretionary trusts, see DISCRETIONARY 
TRUSTS 


Distributions, see DISTRIBUTIONS, ES- 
TATES AND TRUSTS 

Electing small business trust (ESBT) created, 
see LEGISLATION, FEDERAL, HR 3419 

Fiduciaries, see TRUSTEES 

Foreign trusts, see FOREIGN TRUSTS AND 
ESTATES 

Fractional share trusts, 
SHARE TRUSTS 

Generation-skipping transfer tax, see GENER- 
ATION-SKIPPING TRANSFER TAX 

Grantor retained annuity trusts, see GRANT- 
OR RETAINED ANNUITY TRUSTS 
(GRATs) 

Grantor retained income trusts, see GRANT- 
OR RETAINED INCOME TRUSTS 
(GRITs) 

Grantor trusts, see GRANTOR TRUSTS 

Land trusts, see LAND TRUSTS 

Life insurance trusts, see LIFE INSURANCE 
TRUSTS 


see FRACTIONAL 


Offshore trusts, see FOREIGN TRUSTS AND 
ESTATES 

Penalties, see PENALTIES 

Personal residence trusts, see QUALIFIED 
PERSONAL RESIDENCE TRUSTS 
(QPRTs) 

Pooled income funds, see POOLED INCOME 
FUNDS 

Powers of appointment, see POWERS OF AP- 
POINTMENT 

Qualified domestic trusts, see QUALIFIED 
DOMESTIC TRUSTS (QDOTs) 

Qualified Subchapter S trusts, see QUALI- 
FIED SUBCHAPTER S TRUSTS 

Qualified terminable interest property, see 
QUALIFIED TERMINABLE INTEREST 
PROPERTY (QTIP) 

Revocable inter vivos trusts, see REVOCABLE 
INTER VIVOS TRUSTS 

Spendthrift trusts, see SPENDTHRIFT 
TRUSTS 


Supplemental needs trusts, see SUPPLEMEN- 
TAL NEEDS TRUSTS 
Tax rates, see RATES OF TAXES 
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TRUSTS—Contd. 
Testamentary trusts, se TESTAMENTARY 
TRUSTS 


U 


UNIFIED TRANSFER TAXES 
See ESTATE TAX; GENERATION-SKIP- 
PING TRANSFER TAX; GIFT TAX 


U.S. SAVINGS BONDS 
See SAVINGS BONDS 


V 


VALUATION 

See also ACTUARIAL ASSUMPTIONS; ES- 
TATE FREEZES; VALUATION OF 
CLOSELY-HELD CORPORATION 
STOCK 

Alternate valuation date, see ALTERNATE 
VALUATION DATE 

Artists’ and authors’ name may be taxable asset 
of their estate (DC EVa), 182 

Blockage discount used in valuation of Andy 
Warhol estate, dispute over value of estate 
and fees due to estate’s former attorney (NY 
SurrCt), 55 

Buy-sell agreements 

—Failure to insist on enforcement of agreement 
is taxable gift of full fair market value of 
stock to non-stockholder participant (TAM), 
28 

—Price for company stock did not fix estate tax 
value because adopted primarily for testa- 
mentary purposes (US TCM), 15 

Controlling interest in corporation must be val- 
ued as single interest in determining gross 
estate value, minority discount applied for de- 
termining marital deduction (TAM), 85 





Discounting for fractional interests in real es- 
tate addressed (US TCM; TAM), 52 

Fractional interest in real estate, discount al- 
lowed limited to estimated costs of partition 
of property (TAM), 15 

GRAT annuities must be valued under tables 
for straight annuities rather than shorter of 
term certain or life estate tables when claim- 
ing estate tax credit for tax on prior transfers 
(US TCM), 14 

GRAT qualified under §2702, non-fiduciary 
power to reacquire assets makes trust eligible 
S corporation shareholder, IRS declines to 
value annuity (PLR), 34 

Housing Act of 1937 bonds may be revalued for 
estate tax purposes under §2001 even though 
statute of limitations for assessing gift tax 
had expired (CA 4), 14 

News film library given to university over four 
years, IRS valuation in first year sustained 
absent compelling proof from taxpayer of 
higher value (US FedCl), 5 

Peat bog gift to conservation group, professional 
appraisal overstated value by ignoring legal 
restrictions on development (CA 1), 5 

Remainder interest in artwork for pre-1990 
GRIT valued under §7520 (TAM), 29 

Retained interest family partnerships, see 
PARTNERSHIPS 

Retained interest in GRAT, value not increased 
by right to be reimbursed for income taxes 
(PLRs), 88 

Section 7520 valuation standard, final regula- 
tions issued, proposed regulations establish- 
ing exceptions issued, 145 et seq. 

Special use real property valuation, see SPE- 
CIAL USE REAL PROPERTY VALUA- 
TION ELECTION, §2032A 





VALUATION FREEZES 
See ESTATE FREEZES 


VALUATION OF CLOSELY-HELD CORPO- 
RATION STOCK 

See also ESTATE FREEZES 

Charitable stock bailouts, 158 

Legatee of minority interest ignored in valua- 
tion (TAM), 220 

Minority discount allowed despite fact that ag- 
gregated interests held by family members 
would form controlling interest (RR), 29 

Retained interest family partnerships, see 
PARTNERSHIPS 

Sale or liquidation of corporation after death is 
sound evidence of date-of-death stock value 
(US TC), 15; Service abused discretion in not 
waiving §6660 penalty, 54 


VOTING RIGHTS 
Lapsed rights, estate freezes, §2703, analysis, 
187 et seq. 


Ww 


WAIVERS 

Revocable trusts, waiver of contribution power 
extended, see LEGISLATION, FEDERAL, 
HR 3419 


WILLS 
See ESTATE PLANNING 


WITHDRAWAL POWERS 


See CRUMMEY TRUSTS; GRANTOR 
TRUSTS; POWERS OF APPOINTMENT 
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